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WLF PETITIONS SEC TO REQUIRE
TRIAL LAWYERS TO DISCLOSE 

CONTACTS WITH STOCK ANALYSTS

The Washington Legal Foundation (WLF) filed a formal Petition for Ru lemaking with
the Securities  and Exchange Commission  (SEC) requesting that the SEC promulgate a
regulation that would require tria l lawyers to disclose their contacts about impending class
action lawsuits against publicly traded companies with stock analysts, short-sellers, hedge
funds, institutional investors, and others whose recom mendations or trad ing activity could
affect the price of the stock.

WLF's proposal, filed as part of its new INVESTOR PROTECTION PROGRAM, was
prompted by reported instances whereby plaintiff's attorneys had contacted analysts and
others about impending or recently filed class action lawsuits.  Critics view these selective
contacts as an effo rt to encourage the analysts to downgrade the stock, causing the price
of the stock to drop, and thus, to pressure the company to settle the lawsuit.  Under WLF's
proposal, targeted companies and the public would  be given a three-day notice via a
posting on the SEC website of upcoming meetings with analysts by trial lawyers.  WLF's
proposal is mode led after the  SEC's Fair Disc losure ru le which requires compan ies to
publicize their communications with analysts.

According to a Washington Post article c ited in W LF's Petition, noted p laintiff's
attorney Richard Scruggs of Mississippi, "had taken the unusual step of meeting with key
HMO analys ts . . . and even participa ted in a conference call with dozens of institutional
investors" about the class action suits against the HMOs.  Scruggs was quoted as saying,
"If HMO investors are smart, they'll lean on their companies to see  if we can work
something out."  In one day, the HMOs lost more than $10 billion in the share value.  WLF
also referred to  a recent Wall Street Journal article describing the short-selling of J.C.
Penney Co. stock before a major class action lawsuit was filed.  WLF has a formal
complaint pending with the SEC to investigate that matter.

* * *
For further information, contact Daniel Popeo, WLF Chairman and General Counsel

or Paul Kamenar, WLF's Senior Executive Counsel, at 202-588-0302.  WLF's SEC
Petition can be view online at its website at www.wlf.org.


